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(5) Environmental remediation serv-
ices for—

(i) An active military installation;

(ii) A military installation being
closed or realigned under a base closure
law as defined in 10 U.S.C. 2667(h)(2); or

(iii) A site formerly used by DoD.

(b) The head of the agency must be
guided by the following principles when
entering into a multiyear contract for
services:

(1) The portion of the cost of any
plant or equipment amortized as a cost
of contract performance should not ex-
ceed the ratio between the period of
contract performance and the antici-
pated useful commercial life of the
plant or equipment. As used in this sec-
tion, ‘“‘useful commercial life’” means
the commercial utility of the facilities
rather than the physical life, with due
consideration given to such factors as
the location, specialized nature, and
obsolescence of the facilities.

(2) Consider the desirability of ob-
taining an option to extend the term of
the contract for a reasonable period
not to exceed 3 years at prices that do
not include charges for plant, equip-
ment, or other nonrecurring costs al-
ready amortized.

(3) Consider the desirability of re-
serving the right to take title, under
the appropriate circumstances, to the
plant or equipment upon payment of
the unamortized portion of the cost.

(c) Before entering into a multiyear
contract for services, the head of the
agency must make a written deter-
mination that—

(1) There will be a continuing re-
quirement for the services consistent
with current plans for the proposed
contract period;

(2) Furnishing the services will re-
quire—

(C)(2) A substantial initial invest-
ment in plant or equipment; or

(ii) The incurrence of substantial
contingent liabilities for the assembly,
training, or transportation of a special-
ized work force; and

(3) Using a multiyear contract will
promote the best interests of the
United States by encouraging effective
competition and promoting economies
in operations.

(d) The head of an agency may not
initiate a multiyear contract for serv-
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ices if the value of the multiyear con-
tract exceeds $625.5 million unless a
law specifically provides authority for
the contract (10 U.S.C. 2306(c)).

[66 FR 63337, Dec. 6, 2001, as amended at 68
FR 43333, July 22, 2003; 70 FR 24324, May 9,
2005; 71 FR 75892, Dec. 19, 2006; 75 FR 45073,
Aug. 2, 2010; 76 FR 58153, Sept. 20, 2011; 76 FR
76319, Dec. 7, 2011]

217.172 Multiyear contracts for sup-
plies.

(a) This section applies to all
multiyear contracts for supplies, in-
cluding weapon systems and other
multiyear acquisitions specifically au-
thorized by law (10 U.S.C. 2306Db).

(b) The head of the agency may enter
into a multiyear contract for supplies
if, in addition to the conditions listed
in FAR 17.105-1(b), the use of such a
contract will promote the national se-
curity of the United States (10 U.S.C.
2306b(a)(6)).

(c) Multiyear contracts in amounts
exceeding $500 million must be specifi-
cally authorized by law (10 U.S.C. 2306b
and 10 U.S.C. 2306c). A multiyear sup-
ply contract may be authorized by an
appropriations act or a law other than
an appropriations act (10 TU.S.C.
2306b(i)(3) and (1)(3)).

(d) The head of the agency shall not
enter into a multiyear contract un-
less—

(1) The Secretary of Defense has sub-
mitted to Congress a budget request for
full funding of units to be procured
through the contract; and

(2) In the case of a contract for pro-
curement of aircraft, the budget re-
quest includes full funding of procure-
ment funds for production beyond ad-
vance procurement activities of air-
craft units to be produced in the fiscal
year covered by the budget.

(e)(1) The head of the agency must
not enter into or extend a multiyear
contract that exceeds $500 million
(when entered into or extended until
the Secretary of Defense identifies the
contract and any extension in a report
submitted to the congressional defense
committees (10 U.S.C. 2306b(1)(5)).

(2) In addition, for contracts equal to
or greater than $500 million, the head
of the contracting activity must deter-
mine that the conditions required by
paragraph (g)(2)(i) through (vii) of this
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section will be met by such contract, in
accordance with the Secretary’s cer-
tification and determination required
by paragraph (g)(2) of this section (10
U.S.C. 2306b(a)(1)(7)).

(f) The head of the agency may enter
into a multiyear contract for—

(1) A weapon system and associated
items, services, and logistics support
for a weapon system; and

(2) Advance procurement of compo-
nents, parts, and materials necessary
to manufacture a weapon system, in-
cluding advance procurement to
achieve economic lot purchases or
more efficient production rates (see
217.172(g)(3) and (4) regarding economic
order quantity procurements). Before
initiating an advance procurement, the
contracting officer must verify that it
is consistent with DoD policy (e.g., the
full funding policy in Volume 2A, chap-
ter 1, of DoD 7000.14-R, Financial Man-
agement Regulation).

(g) The head of the agency shall en-
sure that the following conditions are
satisfied before awarding a multiyear
contract under the authority described
in paragraph (b) of this section:

(1) The multiyear exhibits required
by DoD 7000.14-R, Financial Manage-
ment Regulation, are included in the
agency’s budget estimate submission
and the President’s budget request.

(2) The Secretary of Defense certifies
to Congress in writing, by no later than
March 1 of the year in which the Sec-
retary requests legislative authority to
enter into such contracts, that each of
the conditions in paragraphs (g)(2)(1)
through (vii) of this section is are sat-
isfied (10 U.S.C. 2306b(i)(1)(A) through
(G)).

(i) The Secretary has determined
that each of the requirements in FAR
17.105, paragraphs (b)(1) through (b) will
be met by such contract and has pro-
vided the basis for such determination
to the congressional defense commit-
tees (10 U.S.C. 2306b(i)(1)(A)).

(ii) The Secretary’s determination
under paragraph (g)(2)(i) of this section
was made after the completion of a
cost analysis performed by the Defense
Cost and Resource Center of the De-
partment of Defense and such analysis
supports the findings (10 TU.S.C.
2306b(1)(1)(B)).

217.172

(iii) The system being acquired pur-
suant to such contract has not been de-
termined to have experienced cost
growth in excess of the critical cost
growth threshold pursuant to 10 USC
2433(d) within 5 years prior to the date
the Secretary anticipates such con-
tract (or a contract for advance pro-
curement entered into consistent with
the authorization for such contract)
will be awarded (10 U.S.C.
2306b(1)(1)(C)).

(iv) A sufficient number of end items
of the system being acquired under
such contract have been delivered at or
within the most current estimates of
the program acquisition unit cost or
procurement unit cost for such system
to determine that current estimates of
such unit costs are realistic (10 U.S.C.
2306b(1)(1)(D)).

(v) Sufficient funds will be available
in the fiscal year in which the contract
is to be awarded to perform the con-
tract, and the future-years defense pro-
gram for such fiscal year will include
the funding required to execute the
program without cancellation (10
U.S.C. 2306b(1)(Q)(E)).

(vi) The contract is a fixed price type
contract (10 U.S.C. 2306b(i)(1)(F)).

(vii) The proposed multiyear contract
provides for production at not less than
minimum economic rates, given the ex-
isting tooling and facilities. The head
of the agency shall submit to
USD(C)(P/B) information supporting
the agency’s determination that this
requirement has been met (10 U.S.C.
2306b(1)(1)(G)).

(viii) The head of the agency shall
submit information supporting this
certification to USD(C)(P/B) for trans-
mission to Congress through the Sec-
retary of Defense.

(A) The head of the agency shall, as
part of this certification, give written
notification to the congressional de-
fense committees of—

(1) The cancellation ceiling amounts
planned for each program year in the
proposed multiyear contract, together
with the reasons for the amounts
planned;

(2) The extent to which costs of con-
tract cancellation are not included in
the budget for the contract; and

(3) A financial risk assessment of not
including the budgeting for costs of
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contract cancellation (10 U.S.C.
2306b(g)); and

(B) The head of the agency shall pro-
vide copies of the notification to the
Office of Management and Budget at
least 14 days before contract award.

(3) The contract is for the procure-
ment of a complete and usable end
item (10 U.S.C. 2306b(i)(4)(A)).

(4) Funds appropriated for any fiscal
year for advance procurement are obli-
gated only for the procurement of
those long-lead items that are nec-
essary in order to meet a planned deliv-
ery schedule for complete major end
items that are programmed under the
contract to be acquired with funds ap-
propriated for a subsequent fiscal year
(including an economic order quantity
of such long-lead items when author-
ized by law (10 U.S.C. 2306b(i)(4)(B)).

(5) The Secretary may make the cer-
tification under paragraph (g)(2) of this
section notwithstanding the fact that
one or more of the conditions of such
certification are not met if the Sec-
retary determines that, due to excep-
tional circumstances, proceeding with
a multiyear contract under this section
is in the best interest of the Depart-
ment of Defense and the Secretary pro-
vides the basis for such determination
with the certification (10 TU.S.C.
2306b(1)(H)).

(6) The Secretary of Defense may not
delegate this authority to make the
certification under paragraph (g)(2) of
this section or the determination under
paragraph (g)(b) of this section to an
official below the level of the Under
Secretary of Defense for Acquisition,
Technology, and Logistics (10 U.S.C.
2306b(i)(6)).

(7) The Secretary of Defense shall
send a notification containing the find-
ings of the agency head under FAR
17.105-1(b), and the basis for such find-
ings, 30 days prior to the award of a
multiyear contract or a defense acqui-
sition program that has been specifi-
cally authorized by law to the congres-
sional defense committees (10 U.S.C.
2306b(1)(7)).

(8) All other requirements of law are
met and there are no other statutory
restrictions on using a multiyear con-
tract for the specific system or compo-
nent (10 U.S.C. 2306b(i)(2)). One such re-
striction may be the achievement of
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specified cost savings. If the agency
finds, after negotiations with the con-
tractor(s), that the specified savings
cannot be achieved, the head of the
agency shall assess the savings that,
nevertheless, could be achieved by
using a multiyear contract. If the sav-
ings are substantial, the head of the
agency may request relief from the
law’s specific savings requirement. The
request shall—

(i) Quantify the savings that can be
achieved;

(ii) Explain any other benefits to the
Government of using the multiyear
contract;

(iii) Include details regarding the ne-
gotiated contract terms and condi-
tions; and

(iv) Be submitted to
OUSD(AT&L)DPAP for transmission to
Congress via the Secretary of Defense
and the President.

(h) The Secretary of Defense may in-
struct the head of the agency proposing
a multiyear contract to include in that
contract negotiated priced options for
varying the quantities of end items to
be procured over the life of the con-
tract (10 U.S.C. 2306b(j)).

[76 FR 58153, Sept. 20, 2011]

217.173 Multiyear contracts for mili-
tary family housing.

The head of the agency may enter
into multiyear contracts for periods up
to 4 years for supplies and services re-
quired for management, maintenance,
and operation of military family hous-
ing and may pay the costs of such con-
tracts for each year from annual appro-
priations for that year (10 U.S.C. 2829).

[76 FR 58154, Sept. 20, 2011]

217.174 Multiyear contracts for elec-
tricity from renewable energy
sources.

(a) The head of the contracting activ-
ity may enter into a contract for a pe-
riod not to exceed 10 years for the pur-
chase of electricity from sources of re-
newable energy, as that term is defined
in section 203(b)(2) of the Energy Policy
Act of 2005 (42 U.S.C. 15852(b)(2)).

(b) Limitations. The head of the con-
tracting activity may exercise the au-
thority in paragraph (a) of this section
to enter into a contract for a period in
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